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For an area's economy to thrive, its highway system must 
be capable of handling the needs of its residents and 
businesses efficiently. Nowhere does the old adage "time 
is money" ring as true as when it is applied to transporta 
tion. Congestion, real and perceived, can choke business 
activity. 1
It is no surprise, then, that on the issue of road financing, 
community leaders are very concerned about the amount of 
public dollars their area receives and whether the distribu 
tion procedure is "fair." Counties, cities and villages receive 
state funds for maintenance of local roads by a complex for 
mula which has been adjusted and readjusted by the state 
legislature. Improvements of an area's trunkline and interstate 
highways, on the other hand, are determined for the most 
part by the Michigan Department of Transportation.
This paper addresses the question of whether West 
Michigan appears to be getting its "fair share" of funds for 
the maintenance of its local roads. Unfortunately, it is beyond 
the scope of this report to determine whether West Michigan 
has been receiving its "fair share" of state and federal ex 
penditures for its trunklines and interstate highways.
This paper also discusses the fundamental issue of the 
distribution of benefits among users and nonusers, an issue 
which is often overlooked in the ongoing debate over the 
allocation of transportation funding.
How Roads are Financed
Monies for the roads in Michigan come from a variety of 
sources, including the federal government, the state's motor 
fuel taxes, part of the state's sales tax and local property 
taxes, and license and car registration fees. The major fund 
ing mechanism in the state is the Michigan Transportation 
Fund (MTF).
*I want to express my gratitude to Steve Warren, Director of Planning, 
Kent County Road Commission, for his invaluable comments and advice 
on this topic. Of course, all errors and opinions expressed in this paper 
are mine alone.
As shown in Table 1, the state's gasoline tax of 15 cents 
per gallon generated 56.8 percent of the overall MTF budget 
in the fiscal year ending September 30, 1988. Diesel fuel, 
which is also taxed at 15 cents per gallon, accounts for just 
3.4 percent, partially due to a 6 cent per gallon discount given 
to state-registered trucks having three or more axles. 
Registration fees account for 33.4 percent.
Table 1 
Michigan Transportation Fund
Summary of Receipts 
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SOURCE: Annual Report of the Michigan Transportation Fund, Fiscal Year 
Ending September 30,1988. Figures may not add up to total due to rounding.
As shown in Table 2, 9.1 percent of total gross receipts 
of the MTF was used for grants and administrative costs 
(often labeled as "deductions"). Of the remaining $988.8 
million allocated for distribution, $98.9 million or 9.1 per 
cent of the total MTF was earmarked for the comprehen 
sive transportation fund (CTF). The CTF, which also 
receives federal funds and state vehicle-related sales tax 
revenues, provides support to public transportation. An ad 
ditional $5 million is reserved for the state's critical bridges 
program.
According to legislation the remainder of the distribution 
funds must be allocated to the state trunkline fund, county
road commissions, and the state's cities and villages, accord 
ing to the following percentages:
39.1 percent to the state trunkine fund
39.1 percent to the county road commissions of the state
21.8 percent to the cities and villages of the state.
Table 2 
Michigan Transportation Fund
Distribution of Funds 
Fiscal Year October 1,1987 through September 30,1988
Grants and administrative costs
General fund
State trunkline special accts* 
































SOURCE: Annual Report of the Michigan Transportation Fund, Fiscal Year 
Ending September 30,1988. Figures may not add up to total due to rounding. 
•"Includes administrative grants and economic development fund.
The state trunkline fund (STF) also receives substantial 
federal support and is held in a separate state treasury fund, 
under the authority of the Michigan Department of Transpor 
tation. By law, 90 percent of the STF must be used for the 
maintenance and rebuilding of highways and payment of debt 
services.
By law, County Road Commissions must also spend at least 
90 percent of their MTF allocation on maintenance. Cities 
and villages operate under less strict guidelines, except that 
no more than 10 percent of the MTF allocations can be used 
for administration.
In terms of total miles, the STF services only 8 percent 
of the total, compared to 76 percent and 16 percent for the 
counties and cities, respectively. The state system, however, 
carries approximately one-half of all traffic. County roads 
carry another 31 percent of all traffic, with city streets 
representing the remaining 19 percent.
Are West Michigan's Counties and Cities 
Getting Their Fair Share?
The simplest approach in determining if West Michigan 
is getting its fair share of the MTF money for local roads
would be to compare the amount of tax revenues generated 
in the area to the amount returned. Such an analysis cannot 
be performed, however, because gas and diesel taxes, which 
account for 60 percent of MTF revenues, are collected from 
wholesalers and not retail establishments. Since wholesalers 
can cover multicounty areas, area-specific estimates are not 
available; hence, other approaches must be used to evaluate 
fairness of distribution. In the comparison analyses below, 
the shares of MTF received by West Michigan and the 
Detroit area are compared with the state average on a per 
capita, per mile, and per collected registration fee basis. The 
selection of the Detroit area was made because many have 
voiced concern that it is treated preferentially by state 
government.
Briefly, the formulas used to geographically distribute the 
MTF take into consideration a number of factors. Part of 
the MTF funds are distributed equally among the state's 83 
counties. In addition, county road commissions receive funds 
according to:
• the proportion of miles of primary and local roads in 
each county relative to the state as a whole;
• the proportion of the county's population living outside 
of incorporated cities and villages, according to the last U.S. 
census, relative to the state as a whole.
MTF funding of cities and villages is distributed according 
to proportional population and number of miles of major and 
local streets.
As shown in Table 3, West Michigan appears to be get 
ting its "fair share" of the MTF for local roads. In the fiscal 
year ending in September, 1988, West Michigan received 
18.2 percent of the state's formula funding. This percentage 
nearly matched its share of the state's population, 18.6 per 
cent, but was below its share of the total collection of registra 
tion fees on nonrecreational vehicle transactions, 19.4 per 
cent. In other words, on a funds per person basis, West 
Michigan received a little over $57, whereas the state average 
was $58.29. In terms of mileage, West Michigan's MTF 
funding per mile equaled $4,746.42, slightly below the state's 
average of $4,953.24.
By comparison, the Detroit Area seems to be faring less 
well, if population is used as the gauge. Housing 42.4 per 
cent of the state's population, the three-county area receiv 
ed only 37.7 percent of the state's MTF. In other words, 
the Detroit area, on a per person basis, received less than 
90 percent of the state average of $58.29. The picture changes 
dramatically, however, when funds per mile statistics are ex 
amined. Here, the Detroit area received $14,496.21 per mile 
nearly three times the state average.
Table 3
Distribution of Michigan Transportation Funds to Counties and Cities and Villages 
Fiscal Year Ending September 30, 1988
Amounts of funds distributed ($ mill):
Percent of Michigan
Population — 1986 estimate
Percent of Michigan
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SOURCES: Annual Report of the Michigan Transportation Fund, Fiscal Year Ending September 30,1988, and Bureau of Census 1987 Population Estimate.
"•Includes the counties of Allegan, Barry, Berrien, Branch, Calhoun, Cass, Kalamazoo, Kent, Muskegon, Oceana, Ottawa, St. Joseph, Van Buren.
"""Includes the counties of Wayne, Oakland, and Macomb.
a. Includes county primary and local roads and city and village streets.
b. Excludes recreational vehicle transactions and nonresidents.
Two general comments about funding allocations can be 
made:
(1) Since the population counts are taken from the last cen 
sus (1980) and not the U.S. Census Population Estimate 
reports for cities (most recent: 1986), faster growth areas 
may be underfunded.
(2) Since the funding formula only partially takes into con 
sideration road usage (vehicles per 24-hour period), more 
populated counties and cities may be under financed.
Fairness and Road Usage
Urban roads bear 61.6 percent of the state's traffic volume 
as measured hi vehicle miles, even though they account for 
only 21.8 percent of the total highway miles in the state. 2 
The Detroit area, to no one's surprise, has the most heavily 
traveled highways in the state.
The heavy use of Detroit's roads can be partially explain 
ed by the greater commuting distances of its labor force. On 
average, workers in Macomb, Oakland, and Wayne coun 
ties drive 23.1 minutes to get to work. Surprisingly, in the 
more rural setting of West Michigan, the average is only 17.3 
minutes. Only in rural Oceana and Barry Counties does com 
muting time approach that of Detroit.
High-volume urban roads have a lower cost per vehicle 
mile than low-volume access roads in a rural area. As shown 
hi Table 4, hi each of the three classes of roads the cost per 
mile for capital and maintenance on rural roads is substan 
tially lower than in urban areas. But since rural roads serve 
far fewer users, their costs per vehicle mile are higher. This 
explains why the Detroit area receives less money per per 
son from the MTF than does the state as a whole or West 
Michigan. True, Detroit's multilane roads are more costly 
to maintain than West Michigan's narrower and less travel 
ed arteries, but on a per vehicle mile basis they are cheaper.
Who Should Pay for Our Roads?
Common sense would dictate that road users should pay 
for the roads. Indeed, the gas tax is a classic user fee, which
Table 4
Allocation of Transportation Costs 































SOURCE: Coopers & Lybrand, Schimpeler-Corradino and Associates, 
Pierce, Monroe & Associates, Inc. A Transportation Fiscal Program for 
Michigan presented to the Michigan Joint Legislative Transportation Task 
Force, November 1986.
NOTES: Primary facilities include all state, regional, metropolitan, and 
local arterials: roads or highways which provide inter-community or through 
traffic. Intermediate systems include all principal and secondary collectors: 
roads which provide intra-community or neighborhood movement. Access 
facilities are composed of residential, industrial/commercial, and local 
facilities: roads which provide direct access to residences and places of work.
TableS
Michigan Department Of Transportation Core List of Transportation Projects














Holland and Ottawa County 
M-40
US-31







Construct 4 lane new blvd. Berrien Springs to 1-94 
Construct 4 lane new blvd. Niles to Berrien
Springs
Reconstruct and relocate from Columbia Rd. to
Dickman Rd.
Construct 4 lane blvd. Taft to Clyde Park and 
Kentwood East city limits to East Paris 
Reconstruct bridge and relocate approaches on 
railroad crossing 1 mile south of Bailey 
Widen and reconstruct from 1-96 to 3 Mile Rd.
North of Grand Rapids 
Widen and reconstruct from 3 Mile Rd. to Plain-
field Ave.
Widen 2 to 3 lanes from 44th to 28th
Widen to 3 and 5 lanes from 1-96 to US-31
Construct new blvd. and bridge in Grand Haven 
and construct new blvd. in Holland
Widen to 4 and 5 lanes Riverview to "G" ave., 
Gull Road
Study improvement alternatives from state line to 
Three Rivers
Study improvement alternatives from Three Rivers 
to north of Schoolcraft
Prel. eng. and draft EIG for proposed interchange 






























*As of April 11, 1989.
is an economically appealing form of payment. Nonusers of 
our highways, however, also receive substantial benefits from 
them that should be assessed. Roads can spur new economic 
development, improve the area's business environment and 
enhance response time from and accessibility to public ser 
vices. These benefits are shared by all, not just users. A re 
cent study concluded that just 57 percent of road transporta 
tion costs should be borne by the user. 3 The study further 
concluded that users should pay most of the cost of main 
taining the major state highways and major city streets; 
whereas, nonusers should bear the larger share of the cost 
of maintaining local roads.
User fees in the form of registrations, vehicle-related sales 
taxes, and fuel taxes do account for most of the funds used 
to maintain the state's trunklines and interstate highways. 
On local roads, however, approximately 14 percent of the 
state county road funds and 33 percent of the state's cities 
and villages road funds come from general government 
revenues, such as tax levies, township contributions, and 
bond funds. 4 Of course, these general revenues come from 
both users and nonusers of the state's road system. Clearly, 
nonusers are getting a good deal.
Not all users are the same, however. Should a nonrush- 
hour user of a major city highway pay for the cost of road 
improvements to facilitate the rush-hour usage? Rush-hour 
drivers are very expensive because (1) they push traffic 
volume to the road capacity, and (2) as they squeeze into 
the flow of traffic, they slow down the pace, thus inflicting 
costs (time and tension) to other users. Transportation plan 
ners have come up with many ideas on how to make the rush- 
hour user pay his/her share, such as rush-hour tolls, but the 
problem has yet to be solved effectively.
Conclusions
In summary, the following statements can be made: 
(1) urban users subsidize rural users; (2) nonusers are get 
ting a good deal from users; (3) non-rush hour drivers are 
supporting rush-hour users; and (4) West Michigan, overall, 
is not doing badly in getting its "fair share" of state road 
monies for local roads.
One key issue was not addressed in this report: Is West 
Michigan receiving its "fair share" of the state trunkline
fund? Such an analysis is beyond the scope of this paper, 
as it would require a more extensive and long-term analysis 
of both the geographic location of state transportation proj 
ects over the past 10 to 15 years and regional population or 
traffic growth.
The Department of Transportation, however, revealed its 
core list of improve/expand projects for interstate and 
noninterstate routes for 1989-1998 in April of this year. The 
West Michigan projects on the list are shown in Table 5. 
Not included on the list is $1.7 million designated for a host 
of transportation studies to determine alternatives for possi 
ble improvements to trunklines statewide. Community 
leaders should keep state transportation officials aware of 
the importance of these key transportation projects and 
monitor their progress.
Finally, in the fiscal year ending September 1988, $21.6 
million was allocated for the new Michigan Transportation 
Economic Development Fund. The funds are allocated to 
specific economic development projects on a competitive 
basis. Last year West Michigan projects won only 10.1 per 
cent of the recommended or approved (including pending) 
grant amounts. This year the economic development fund 
will have $53.0 million ($36.8 million from the MTF and 
$16.2 million from general funds) available, plus, if approved 
by the legislature, bonding approval for additional funds. This 
new funding source should be used to its fullest by West 
Michigan communities.
NOTES
1. Concerning the impact of highways and other public improvements on 
an area's productivity, David Alan Aschauer of the Chicago Federal Reserve 
Bank found ' 'a remarkable correlation between the level of total factor pro 
ductivity and the level of the nonmilitary public capital stock over the last 
thirty-five years" and that "roughly one percentage point increase in the 
level of the net stock of public capital relative to the level of private sector 
inputs of labor and capital brings forth a one-third of one percent point rise 
in productivity" ("Rx for Productivity: Build Infrastructure," Chicago Fed 
Letter, No. 13, September 1988).
2. Cooper and Lybrand, Schimpeler-Corradino and Associates, and Pierce, 
Monroe and Associates, Inc., A Transportation Fiscal Program for Michigan 
presented to the Michigan Joint Legislative Transportation Task Force, 
November 25, 1986, p. HI-4.
3. Ibid., p. IV-7.
4. Michigan Department of Transportation, Thirty-Fourth Annual Progress 
Report for Calendar Year 1986.
Definitions of terms as used in this quarterly
Business Cycle Turning Dates: The historical business cy 
cle turning dates used in this report are those designated by 
the National Bureau of Economic Research, Inc. (NBER). 
They mark the approximate dates when, according to NBER, 
aggregate economic activity reached its cyclical high (peak) 
or low (trough) levels.
Central City: An incorporated city or urbanized area defined 
by the U.S. Office of Management and Budget as having the 
largest population in the metropolitan statistical area in 1980. 
For an additional city to be included in the name of an MSA, 
the employment/residence ratio must be at least 0.75, with 
out-commuting of less than 60 percent of that city's resident 
employed workers.
Employment: In this quarterly, "employment" is used in 
stead of the more precise term, "wage and salary employ 
ment." The MESC employment data shown refer to "jobs 
by place of work," or nonagricultural employment.
Manufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the 
production of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of 
workers on the payrolls of privately owned firms that pro 
vide services rather than goods. (Construction and min 
ing are included.)
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Historical data: Monthly, quarterly, or yearly information 
for past periods. (Shown in appendix tables.)
Index of Leading Indicators, State & MSAs: A (composite) 
index with seven components (see Tables A-2 and A-3).
Index of Leading Indicators, United States: A (composite) 
index based on 11 major components made up of 60 series. 
Marginal employment adjustment measures include average 
weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series 
is Help-Wanted Advertising. New private housing units are 
part of the fixed capital investment component. For a com 
plete list see Business Conditions Digest and the 1984 Hand 
book of Cyclical Indicators, The U.S. Department of Com 
merce, Bureau of Economic Analysis.
Initial Claims: A count of the number of new claims filed 
for unemployment insurance (UI) for regular state programs. 
Each initial claim filed indicates a new spell of unemploy 
ment for an experienced worker. In Michigan, to be eligi 
ble for benefits, an individual must have earned wages of 
at least 30 times the state minimum hourly wage (currently 
$3.35) during not less than 20 of the 52 consecutive calen 
dar weeks preceding the benefit year. Each such week is
termed a "credit week." An individual may qualify with as 
few as 14 credit weeks, however, if base period wages have 
been in excess of 20 times the state average weekly wage 
(currently $433.91).
Michigan Employment Security Commission (MESC):
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal 
unemployment insurance programs and provides labor 
market information in keeping with state and federal report 
ing requirements.
MSA (1983 definition): In all but New England, one or more 
counties are defined as a Metropolitan Statistical Area if they 
contain the following: a large population nucleus (a central 
city or "urbanized" area) with adjacent communities which 
have a high degree of economic and social integration. Ad 
jacent counties are included if they have 60 persons per 
square mile, and/or substantial 1970 to 1980 population 
growth (20 percent) with 10 percent residing within the ur 
banized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by 
the Michigan Employment Security Commission (MESC). 
Those labor market areas outside of the MSAs have the 
peninsula or county name.
National Purchasing Management Selected Components 
Indexed: The national association conducts a monthly survey 
of purchasing managers from a scientifically selected sam 
ple of firms across the nation. Responses indicate only the 
direction of change; the percentage reporting favorable 
changes minus those with unfavorable changes plus 100 
equals the index as shown in this quarterly. For those familiar 
with diffusion indexes, these indexes represent two times the 
percentage reporting a change in a favorable direction, e.g., 
more new orders. (The favorable count includes one-half of 
those reporting no change.)
Time Series: A set of numbers covering a known interval 
or timespan (e.g., months or quarters) that provide infor 
mation about a well-defined activity, process or group. For 
local series that consistently change direction in advance of 
overall economic activity, see Table A-3. Those measuring 
current or past economic activity are found in Table A-4.
Unemployed: The number of persons in the labor force who 
are without a job or on layoff but not expecting to be called 
back. In order to be counted, an individual must be seeking 
work.
Vacancy Rate: The percentage of all housing units in ex 
isting homes or newly constructed units (visibly ready for 
occupancy) that are empty and therefore unoccupied. Vacan 
cy rates in Michigan MSAs are determined by U.S. Postal 
Service delivery workers as part of an annual survey con 




Continued Expansion Uncertain as Productivity Hits Plateau
George A. Erickcek
Total employment in West Michigan grew a moderate 0.7 percent in the first quarter of 1989. Employment in 
the region's nonmanufacturing sector rose by 1.3 percent, while employment in manufacturing increased just 
0.2 percent. Employment in government fell 0.9 percent. The region's Index of Leading Indicators remained 
unchanged in the quarter, promising little improvement in employment in the region's manufacturing sector. The 
region's Index of Help-Wanted Advertising, on the other hand, increased by 1.7 percent, pointing to continued 
employment growth in nonmanufacturing.
The National Setting
The Gross National Product (GNP) grew at a revised 4.3 
percent annual rate in the first quarter of 1989. The Depart 
ment of Commerce, however, attributes about 2.5 percent 
age points of the quarter's strong performance to the 
postdrought rebound hi farm input. In fact, nonfarm GNP 
cooled to a moderate 1.8 percent annual pace in the first 
quarter from its 3.5 percent annual rate in the last quarter 
of 1988.
Chart 1
United States Employment 
Percentage Change, First Quarter 1989







SOURCE: Based on U.S. Department of Labor data.
3.OX
Business investment and exports were the driving forces 
in the economy in the first quarter of 1989. Nonresidential 
investment grew at a strong 7.6 percent annual rate, after 
falling 2.9 percent in the last quarter of 1988. Capital equip 
ment purchases increased at a 9.4 percent annual rate, once 
again outdistancing the demand for brick and mortar, which 
grew at a 2.6 percent annual rate. Overall, industries are con 
tinuing to modernize existing facilities in lieu of building new
ones. Recent industry reports predict, however, that business 
investment may cool in the coming quarters.
Business investment will hopefully shore up sagging pro 
ductivity growth, which looms as one of the key problems 
facing the economy. In the first quarter, nonfarm produc 
tivity declined at a revised annual rate of 1.1 percent and 
hourly compensation including wages and benefits increased 
at a 5.4 percent annual pace. Hence, unit labor costs increas 
ed at a 6.6 percent annual rate, topping their 4.1 percent pace 
in the previous quarter. With costs outracing quantities pro 
duced, businesses are being squeezed into raising their prices, 
fueling inflation and, perhaps, jeopardizing foreign and 
domestic sales. Productivity improvements in the faster- 
growing service sectors have been almost nonexistent.
At present, however, the nation's international trade pic 
ture is improving. Exports grew at a strong 15.3 percent an 
nual pace in the first quarter, bettering their 6.5 percent an 
nual rate in the previous quarter. At the same time, the 
growth of imports slowed substantially from a 13.6 percent 
annual rate in the fourth quarter of 1988 to a slight 0.3 per 
cent annual rate in the first quarter of 1989. The value of 
the dollar has risen dramatically against most foreign cur 
rencies over the past several months, however, which could 
halt improvements in our trade deficit.
Consumer spending slowed to a 1.1 percent annual growth 
rate under the pressure of higher interest rates in the first 
quarter, down from its 3.5 percent annual pace in the 
previous quarter. Purchases of durable consumer goods 
declined at a 4.3 percent annual rate in the first quarter, after 
growing at a 6.1 percent annual pace hi the previous period. 
Consumer expenditures on nondurables and services inched 
upward at annual growth rates of 1.8 and 2.5 percent, respec 
tively. The frugality of the nation's shoppers is somewhat
Table 1 
Michigan (Statewide) Statistics












West Michigan (5 MSAs) .....
Leading indicators (statewide) ....
State components: 
Average weekly hours .......
UI initial claims ............















































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, help-wanted index from The Conference Board and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2 
West Michigan (5 MSAs) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad counts from five daily newspapers and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
surprising in light of disposable personal income growing 
at a strong 7.8 percent annual rate.
Chart!
Michigan Employment 
Percentage Change, First Quarter 1989
1.2X
0.8%
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SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
Domestic car sales stalled out at an annual rate of 6.7 
million units in the first quarter, far below the strong annual 
rate of 7.5 million units in the last quarter of 1988. In April, 
car sales improved slightly due to the return of low-interest 
financing. In the first 10 days of May, however, sales were 
down 8.2 percent from last year. General Motors has an 
nounced extended shutdowns at three of its assembly plants, 
including ones hi Flint and Orion Township. Overall, the 
nine domestic auto makers are planning to build 2.1 million 
fewer cars in the second quarter than a year ago.
The interest-sensitive residential construction sector was 
also nailed in the first quarter. Residential construction fell 
at a 5.4 percent annual rate in the first quarter, down sharp 
ly from its 10.9 percent annual pace in the last quarter of 
1988.
So far, the policies of the Federal Reserve have looked 
strategically powerful—relieving much of the inflationary 
pressures in the retail market place, while not harming 
business investment. The fixed-weighted GNP price index 
rose to a 5.0 percent annual rate in the first quarter, up from 
its 4.2 percent annual rate in the previous quarter. Part of 
this rise, however, was attributed to the pay raises given to 
governmental employees, which will not be repeated this 
quarter. The Fed's recent interest-tightening policies may 
have serious lag effects, however, which may slow business 
investment in the coming months.
Debate continues whether the economy has started its ap 
proach to a (hopefully) mild downturn or is still flying high. 
The May Blue Chip Economic Indicators' consensus forecast 
for the overall growth in the GNP for 1989 rose 0.1 percent 
age points to 2.8 percent. At the same tune, however, more 
than two-thirds of participating economists predicted a reces 
sion by the end of this year or in 1990. The National Associa 
tion of Purchasing Management reported that its April Pur 
chasing Managers' Index climbed to 53.0 percent, a strong 
increase from 50.4 percent in March, indicating that the 
economy is still expanding.
The State of Michigan
Total employment grew 0.8 percent in the state during the 
first quarter of 1989, nearly matching its 1.0 percent increase 
hi the previous quarter. Employment growth may cool in the 
coming months, however, especially in manufacturing.
Employment hi manufacturing increased a healthy 0.9 per 
cent in the first quarter, topping its 0.7 percent rise in the 
previous quarter. Employment in nonmanufacturing grew 1.2 
percent in the first quarter after increasing 0.8 percent in 
the previous quarter. Employment in the state's governmental 
sector, however, fell 0.6 percent in the first quarter, par 
tially cancelling out its robust fourth-quarter jump of 2.3 
percent.
Charts
Michigan and West Michigan Indexes 
Fourth Quarter 11988 and First Quarter ||
(1982 = 100)
1989
Michigan West Michigan Detroit West Michigan 
Leading Indicators Help Wanted Ads
In the first quarter, the number of unemployed persons 
plunged 5.0 percent, resulting in a 0.4 percentage point drop 
in the state's jobless rate. The quarter's 6.7 percent 
unemployment rate was substantially below its 8.8 percent 
rate a year ago. The Michigan Employment Security Com 
mission reported that the state's seasonally adjusted 
unemployment rate dropped to 6.1 percent in April.
The Michigan Index of Leading Indicators fell 0.7 per 
cent in the first quarter, after rising 1.3 percent in the 
previous quarter. The three statewide components of the In 
dex showed little movement. Average weekly hours of pro-
duction workers remained unchanged in the quarter, after 
rising 1.6 percent in the previous quarter. Initial claims for 
unemployment insurance fell a slight 1.0 percent after plung 
ing 12.3 percent in the fourth quarter. Finally, in spite of 
rising interest rates, the number of new dwelling units put 
under contract moved upward 0.8 percent after falling 4.8 
percent in the previous quarter.
The Detroit Help-Wanted Advertising Index rose 1.1 per 
cent in the first quarter, following a rise of 2.8 percent in 
the previous quarter.
The Bureau of Economic Analysis recently released its 
1987 per capita incomes estimates for all 318 metropolitan 
areas in the U.S. Bridgeport-Stamford-Norwalk-Danbury, 
Connecticut took top honors with a 1987 per capital income 
of $26,316, while McAllen-Edinburg-Mission, Texas land 
ed in the cellar with $7,001. Listed below are the 1987 per 
capita estimates, the percent change in income from 1981 
hi current dollars, and 1987 national ranking for each of 
Michigan's 11 metropolitan areas. Ann Arbor enjoyed the 
highest income level in 1987 and the strongest income growth 
from 1981 to 1987 of all metropolitan areas in the state. 
Muskegon, on the other hand, had the lowest level of per 
capita income hi 1987 and was nearly tied with Flint for the 
lowest growth rate in income during the six-year period.
In the upcoming summer issue of Business Outlook, Ken 
Voytek, an economist with the Michigan Department of 
Commerce, will provide an in-depth analysis of the perfor 
mance and conditions of Michigan's metropolitan areas.


















































*West Michigan Metropolitan Areas.
Michigan's future income growth may be seriously limited, 
because many of the state's teenagers are dropping out of
school. Only 62.4 percent of the state's high school students 
reach graduation, according to the sixth annual State Educa 
tion Performance Chart. Among the 50 states, Michigan fell 
from 28th to a disappointing 48th in rate of high school 
completion.
Outlook for West Michigan
Total employment grew 0.7 percent in the five 
metropolitan areas of West Michigan in this year's first 
quarter. Moderate employment growth is foreseen in the 
coming months, especially in the region's nonmanufactur- 
ing sector.
Chart 4
West Michigan Employment 
Percentage Change, First Quarter 1989
1.3%
-3. OX O.OX 3.OX
SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
Employment in manufacturing inched up 0.2 percent in 
the first quarter, matching exactly its performance in the 
previous quarter. Employment in nonmanufacturing rose a 
healthy 1.3 percent, nearly equaling its 1.4 percent jump inthe 
fourth quarter of 1988. Finally, government employment fell 
0.9 percent, partially erasing its 2.4 percent rise in the 
previous quarter.
The number of unemployed persons fell 4.9 percent in 
West Michigan in the first quarter. As a result, the overall 
unemployment rate for the region dropped 0.3 percentage 
points to 5.5 percent.
The composite Help-Wanted Advertising Index rose 1.7 
percent in the first quarter of 1989 on top of a 2.4 percent 
jump in the fourth quarter of 1988. This Index tracks changes 
in nonmanufacturing employment fairly well, hence, further 
employment growth is expected in the region's nonmanufac 
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The West Michigan Index of Leading Indicators remain 
ed unchanged in the first quarter. The lack of improvement 
in the Index was partially due to the poor performance of 
the four national components of the Index (see Table A-3). 
The local components of the index were mixed. Average 
weekly hours of production workers increased 1.0 percent 
in the first quarter, surpassing its 0.2 percent increase in the 
previous quarter. The number of new dwelling units put 
under contract grew a strong 9.9 percent in spite of higher 
interest rates. The number of new dwelling units put under 
contract had fallen 13.4 percent in the previous quarter. 
Finally, the number of initial claims for unemployment in 
surance grew 2.6 percent in the quarter, cancelling out its 
2.4 percent drop in the fourth quarter.
With the tourist season approaching, two new recreational 
facilities should enhance the number of visitors to West 
Michigan this year. The 38 mile Kal-Haven Trail linking 
Kalamazoo and South Haven will hopefully open this 
summer to hikers, joggers, and bicyclists. In the winter 
months cross country skiers and snowmobilers will be able 
to enjoy the trail. The trail was scheduled to open on May 
20, but was postponed due to voiced concerns of property 
owners alongside the trail. For the less athletic, the Muskegon 
Race Course, the first harness race track hi western 
Michigan, opened on May 25.
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The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment fell a slight 0.2 percent in the first 
quarter of 1989 in the Battle Creek MSA. Little improvement 
is foreseen in the coming months, as indicators point to con 
tinued softening in both the manufacturing and nonmanufac- 
turing sectors.
Employment in manufacturing inched up just 0.1 percent 
in the first quarter, after jumping 1.4 percent in the last 
quarter of 1988. Employment in nonmanufacturing fell 1.0 
percent, nearly erasing its 1.2 percent gain in the previous 
quarter. Employment in government continues to expand, 
however, jumping up 1.6 percent on top of a 1.1 percent 
rise in the previous quarter.
Chart BC-1
Battle Creek Indexes
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In spite of the 0.2 percent decline in total employment, 
the area's jobless rate fell 0.2 percentage points to 6.4 per 
cent in the first quarter, as the number of persons unemployed 
dropped by 2.8 percent. In this instance, the seemingly con 
tradictory decline in both total employment and unemploy 
ment is due to the different methods used in determining the 
area's employment and unemployment statistics. Total 
employment (wage and salary employment) is measured by 
place of work, while unemployment is measured by place 
of residence. It seems that many unemployed residents found 
jobs outside the area, while other residents and nonresidents 
lost their jobs in Calhoun County in the first quarter.
The area's Index of Leading Indicators fell 2.1 percent in 
the first quarter, nearly matching its 2.0 percent drop in the
previous quarter. The decline suggests continued weaken 
ing in the area's manufacturing sector in the coming months.
Chart BC-2
Battle Creek Employment 
Percentage Change, First Quarter 1989
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SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The decline in the Index can be attributed to both a general 
decline in the national components of the Index and a 
deterioration in two of the three local components. The 
average weekly hours of production workers fell 1.4 per 
cent in the first quarter, after rising a strong 3.1 percent hi 
the previous quarter. In addition, initial claims for unemploy 
ment insurance increased sharply by 17.5 percent, after fall 
ing 3.0 percent in the fourth quarter.
On the brighter side, the number of new dwelling units 
put under contract jumped 48.7 percent in the first quarter, 
in spite of increasing interest rates. The jump more than 
counterbalanced the 38.8 percent drop in new dwelling units 
recorded in the fourth quarter.
The area's Index of Help-Wanted Advertising plunged 9.4 
percent in the first quarter, more than erasing its 4.6 per 
cent rise in the fourth quarter. This decline hints at further 
weakening in nonmanufacturing employment hi the coming 
months.
Recent boardroom decisions by two separate companies 
brought good and bad news to the Battle Creek MSA. United 
Steel and Wire Company announced it will close its Penn- 
sauken, New Jersey plant in order to eliminate excess 
manufacturing capacity and, as a result, add approximately
12
125 jobs to its Battle Creek operations. On the down side, 
Interbake Foods, Inc. announced that it will close its 
Springfield facility in June and transfer its operations to the 
company's remaining facilities in North Dakota, Virginia and 
Washington State. The move will cost the Battle Creek area 
316 jobs.
The effort to land Avtek Corporation at the Kellogg 
Regional Airport continues. The state has offered the air 
craft company $12.5 million from the Michigan Retirement 
System's Venture Capital Fund on condition that additional 
private financing can be secured. Avtek would employ ap 
proximately 1,000 workers.
Table BC-1
Battle Creek (Calhoun County) Statistics 
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SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Company, 
ad count from Battle Creek Enquirer and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Battle Creek 
Manufacturing Employment and Earnings
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A large increase in hourly earnings in food manufacturing offset declines in durable goods production, causing hourly earnings for Battle Creek 
to rise 5 percent in real terms from 1980 to 1988. The hourly earnings for the food industry, which employs 44 percent of the total area's manufactur 
ing workforce, rose 13.5 percent (real terms) from $16.36 to $18.57. Primary metals, which employs 8 percent of the workforce, experienced a 




for the BENTON HARBOR MSA
Driven by a dynamic manufacturing sector, total employ 
ment increased 0.6 percent in the Benton Harbor MSA in 
the first quarter of 1989. We foresee employment in the area's 
nonmanufacturing sector catching up in the coming months, 
while growth in manufacturing employment may slow.
Employment in manufacturing soared 3.2 percent in the 
first quarter of 1989. The increase, felt across the board, 
was the result of new hiring in the area's nonelectrical 
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Employment in both nonmanufacturing and government 
declined hi the first quarter of 1989. Employment in non- 
manufacturing fell 0.6 percent, after expanding 1.5 percent 
hi the previous quarter. Likewise, government employment 
dropped 1.0 percent, partially cancelling out its strong 1.9 
percent jump in the fourth quarter of 1988.
The area's unemployment rate niched downward 0.1 
percentage points to 6.8 percent, as the number of individuals 
unemployed declined 1.8 percent.
The area's Index of Leading Indicators fell 2.2 percent in 
the first quarter, in part due to the sluggish performance of
the Index's national components. The quarter's decline ex 
actly offsets its rise in the previous quarter and warns of 
potential cooling in the area's manufacturing sector.
Chart BH-2
Benton Harbor Employment 
Percentage Change, First Quarter 1989
0.0* 4.0*
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The local components of the Index were mixed. The 
average weekly hours of production workers increased 1.4 
percent in the first quarter, after falling 0.5 percent hi the 
previous quarter. On the down side, the number of initial 
claims for unemployment insurance rose 2.9 percent in the 
first quarter, partially erasing its 8.1 percent decline in the 
fourth quarter. Finally, the number of new dwelling units 
put under contract fell 4.3 percent, after rising a healthy 13.4 
percent in the previous quarter.
The area's Index of Help-Wanted Advertising jumped 8.9 
percent hi the first quarter, after falling 1.3 percent in the 
fourth. The rise suggests that the area's nonmanufacturing 
sector may be playing catch up to the area's manufacturing 
sector in the coming months.
Berrien County was hit with two plant closing an 
nouncements hi the first quarter of this year. In Three Oaks, 
the Gerber Company announced it will close its baby wear 
division and lay off its 137 employees by the end of June. 
The plant is closing because disposable diapers have severely 
reduced the market for the vinyl pants produced at the plant.
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In Niles, National-Standard disclosed its plans to close its 
Eighth Street plant, eliminating 200 jobs.
The long awaited turnaround for Benton Harbor's 
deteriorating downtown may be at hand. The city commis 
sion has received several serious offers for a couple of 
buildings the city owns hi the downtown area. Two 
developers have placed bids on the former Vincent Hotel, 
which closed back in 1975, and interest has been expressed 
in the former JC Penney and Kresge department stores.
Table BH-1
Benton Harbor (Berrien County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Benton Harbor 







Pr. Metals Elec. Mach. Nonelec. Hach. Trans. Eq. Total
% of Employment 
Annual Average 1988
Average Hourly Earnings 
(1988 dollars)
Average hourly earnings in Benton Harbor's manufacturing industries have declined significantly from 1980 to 1988. The biggest decline occurred 
in transportation equipment, which employed 8 percent of the manufacturing workforce, with hourly earnings falling from $15.74 to $11.72 from 
1980 to 1988. Nonelectrical machinery production, which employs 26 percent of the manufacturing workforce, experienced a wage decline of $2.01. 
Overall, Benton Harbor's average manufacturing wage rate of $9.85 is significantly below the state average of $13.43.
15
The BUSINESS OUTLOOK
for the GRAND RAPIDS MSA
Total employment grew a healthy 1.2 percent in the first 
quarter of 1989 in the Grand Rapids MSA (Kent and Ottawa 
Counties). Continued employment growth is expected, with 
the area's nonmanufacturing sector leading the way.
Employment in nonmanufacturing grew a strong 2.2 per 
cent hi the first quarter of 1989, on top of a 0.8 percent in 
crease in the fourth quarter of 1988. Over the past four 
quarters, nonmanufacturing employment has grown 7.7 per 
cent in the Grand Rapids MSA. Manufacturing employment 
remained unchanged in the first quarter, however, after hav 
ing risen 0.2 percent in the previous quarter.
Chart GR-1
Grand Rapids Indexes










1982 1983 1984 1985 1986 1987 1988 1989
Employment in government fell 1.4 percent in the first 
quarter, partially offsetting its tremendous 4.0 percent ex 
pansion recorded in the final quarter of 1988.
The area's unemployment rate dropped 0.4 percentage 
points to 4.9 percent, as the number of individuals 
unemployed plunged 7.5 percent in the first quarter. These 
numbers exactly offset the surprising rise in unemployment 
in the area in the fourth quarter.
The area's Index of Leading Indicators remained unchang 
ed, although all three of its local components improved in 
the first quarter. The decline in the Index's national com 
ponents proved strong enough to neutralize the improvement 
in the local numbers. In light of the sluggish national
environment, further hiring in the area's manufacturing sec 
tor may be limited.
Chart GR-2
Grand Rapids Employment 










SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
Average weekly hours of production workers rose a 
healthy 1.5 percent on top of a smaller 0.2 percent rise hi 
the previous quarter. The number of initial claims in 
unemployment insurance fell a slight 0.3 percent in the first 
quarter, after falling 5.2 percent in the fourth quarter. Final 
ly, the number of new dwelling units placed under contract 
rose 2.4 percent; it had fallen 15.3 percent in the previous 
quarter.
After falling for two consecutive quarters, the area's In 
dex of Help-Wanted Advertising finally recorded a strong 
4.9 percent rise hi the first quarter of 1989. The quarter's 
increase more than offset its 1.6 percent decline in the fourth 
quarter.
Work has begun on widening U.S. 131 from 54th Street 
to 28th Street. A third lane in both directions from 44th Street 
to 28th Street will be constructed, as well as unproved en 
try/exit ramps on 28th and 36th Streets. The total cost of 
the project is estimated to be $4.9 million.
Steelcase dedicated its seven-story, pyramid-shaped Cor 
porate Development Center. The planning of the 575,000 
square feet, $111 million facility took a team of 
psychologists, architects, and designers and incorporated the 
results of nearly 100 interviews with employees.
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Finally, on June 12,1989, residents of Grand Rapids will 
vote on two separate tax measures. One would increase the 
city income tax from 1.0 to 1.5 percent and lower property 
taxes. The second would approve the same millage hike (3.7 
mills) voted down in March for its public schools. Whereas
it is unclear whether it was politically astute to place both 
measures on the same ballot, it is clear that significant cuts, 
which could seriously affect the quality of education and 
government services in the city, will be necessary without 
approval of both.
Table GR-1
Grand Rapids (Kent & Ottawa Counties) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Infonnation Systems 
Company, ad count from Grand Rapids Press and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Grand Rapids 
Manufacturing Employment and Earnings
Fabricated Metals—15X
Nonelectrical Hach. .Furniture S Fixtures—19X
Other Nondurable—23%
% of Employment 
Annual Average 1988
Fab.Metals Nonelec. Hach. I
Average Hourly Earnings 
(1988 dollars)
Average hourly earnings in furniture and fabricated metal, two of the area's major industries, rose roughly $0.50 an hour from 1980 to 1988. 
Average hourly earnings in the area's furniture industry, which employs 19 percent of the manufacturing workforce, rose from $9.48 to $10.26 
between 1980 and 1988. Fabricated metal wage rates rose from $13.69 to $14.01 and are above the industry's state average of $13.38. Overall, 
the Grand Rapids average manufacturing wage rate of $11.35 is still significantly below the state average of $13.43.
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The BUSINESS OUTLOOK
for the KALAMAZOO MSA
Total employment grew a moderate 0.4 percent in the 
Kalamazoo MSA in the first quarter of 1989. Employment 
growth is expected to slow in both the area's manufacturing 
and nonmanufacturing sectors in the coming months.
Employment in nonmanufacturing grew a healthy 1.0 per 
cent in the first quarter, on top of a robust 2.6 percent jump 
hi the last quarter of 1988. Employment in manufacturing, 
however, fell slightly by 0.1 percent after increasing 0.3 per 
cent in the previous quarter. Finally, government employ 
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The area's unemployment rate did not budge in the first 
quarter, holding at 4.7 percent.
The Index of Leading Indicators for the area declined by 
0.7 percent in the first quarter, exactly offsetting its fourth- 
quarter increase. This suggests that new hiring may be limited 
in the area's manufacturing sectors over the next several 
months.
The local components of the Index were mixed. Average 
weekly hours of production workers rose just 0.2 percent 
in the first quarter, matching exactly its fourth-quarter 
growth. The number of initial claims for unemployment in 
surance increased 4.4 percent after falling 1.5 percent in the 
previous quarter. Finally, the number of dwelling units put 
under contract rose a strong 26.3 percent in the first quarter.
Over the past four quarters, the number of dwelling units 









SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The Index of Help-Wanted Advertising also declined in 
the first quarter, falling 0.9 percent. In the fourth quarter 
of 1988, the Index had risen a strong 6.3 percent. As in the 
area's manufacturing sector, employment growth is expected 
to slow in the coming months in nonmanufacturing.
General Motors announced that it will eliminate up to 200 
jobs at its Hydramatic Division plant in Three Rivers, cut 
ting the facility's workforce down to 750. According to GM 
officials, the layoffs are due to a fall in demand for cars us 
ing the type of transmissions produced at the plant. At its 
peak in 1983, the plant employed 2,100 workers.
In two separate events, community leaders and concern 
ed residents have expressed their interest in exploring new 
avenues of governmental and community cooperation. More 
than 1,500 county residents signed the Upjohn Company- 
backed Kalamazoo Compact, which calls for unproved 
cooperation on the part of the county's municipal and 
township governments and area businesses to enhance the 
economic environment of the county.
Second, the Futures Commission, a group of area 
residents, business people and governmental leaders, 
presented its recommendations to the Kalamazoo County
18
Board of Commissioners. The Futures Commission recom 
mended county consolidation of existing municipal water and 
waste water services, county administration and funding 
of countywide parks and recreation facilities, and that
the county assume ownership of the Kalamazoo Metro Tran 
sit system. To enable the county to perform these additional 
functions, the Commission also endorsed a half-mill prop 
erty tax increase and an annual $10 car registration fee.
Table K-l 
Kalamazoo (Kalamazoo County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Infonnation Systems 
Company, ad count from Kalamazoo Gazette and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Kalamazoo 
Manufacturing Employment and Earnings
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Wage increases in Kalamazoo's nondurable goods sector negated wage declines in the area's metals and transportation equipment industries be 
tween 1980 and 1988, leaving average hourly earnings in manufacturing almost unchanged. Average hourly earnings in the area's paper industry, 
which employs 15 percent of the manufacturing workforce, rose from $11.70 to $12.69 from 1980 to 1988. Although fabricated metal wage rates 
fell from $16.56 to $14.71, they are still significantly above the industry's state average of $13.38. Kalamazoo's average hourly earnings in manufac 
turing of $12.44 is nearly $1.00 below the state average of $13.43.
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The BUSINESS OUTLOOK
for the MUSKEGON MSA
Due to significant employment declines in both its manufac 
turing and government sectors, total employment in the 
Muskegon MSA fell 0.6 percent in the first quarter of 1989. 
In the coming months, we expect little improvement in 
manufacturing employment. Moreover, employment growth 
in nonmanufacturing may slow.
Employment in manufacturing fell a substantial 2.7 per 
cent in the first quarter of 1989. Employment growth in 
manufacturing had been flat in the last quarter of 1988. The 
first-quarter decline in manufacturing employment was felt 
across the board in both durable and nondurable goods pro 
duction. In addition, employment in government dropped 1.7 
percent in the first quarter, partially offsetting its robust 2.3 
percent jump in the fourth quarter of 1988.
Chart M-l
Muskegon Indexes
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On the brighter side, employment in nonmanufacturing 
grew by 0.8 percent in the first quarter, on top of a 1.3 per 
cent increase in the previous quarter.
In spite of the 0.6 percent decline in total employment, 
the area's unemployment rate dropped by 0.7 percentage 
points to 8.3 percent, and the number of unemployed workers 
fell by 8.8 percent in the quarter. The reduction in the number 
of unemployed persons was due to a significant 1.6 percent 
decline in the area's total labor force. Many of the area's 
unemployed either simply stopped looking for work or moved 
elsewhere to find employment.
Chart M-2
Muskegon Employment 
Percentage Change, First Quarter 1989
-4.0%
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising fell 1.5 per 
cent and Index of Leading Indicators dropped 2.1 percent 
in the first quarter. Moreover, both Indexes had been total 
ly flat in the previous quarter. The poor performance of these 
Indexes indicates that employment growth, if any, will be 
limited for the next several months.
The local components of the Index of Leading Indicators 
were mixed. The average weekly hours of production 
workers remained unchanged in the first quarter after fall 
ing 1.0 percent the previous quarter. The number of initial 
unemployment insurance claims declined 1.3 percent. In the 
previous quarter, initial claims had risen 5.3 percent. Final 
ly, the number of new dwelling units put under contract fell 
12.6 percent in the first quarter, offsetting its 12.1 percent 
rise in the previous quarter.
After winning a long, two-year battle that proved its diesel 
engine was superior to a competing turbine-powered engine 
for the army's new M-88 tank recover vehicle, Teledyne 
found itself a victim of budget cuts in the Defense Department 
with the cancellation of the M-88. If Congress goes along 
with the Defense Department's decision, at least 75 em 
ployees at the Teledyne facility in Muskegon will be laid off.
In a surprising turnaround, a newly-formed development 
company has approached the City of Muskegon with an of 
fer to buy its interests in the Muskegon Mall, just weeks
20
after Equity Properties and Development Company of 
Chicago dismayed city officials by dropping its offer. In the 
proposal, Eric Development Company, which is an offshoot 
of Equity, would assume $2 million of the city's $4 million
in outstanding debt and take control of the city's mall pro 
perties. The buyout is thought of as being the first step in 
providing a unified management/marketing approach for the 
struggling downtown shopping center.
Table M-l 
Muskegon (Muskegon County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Muskegon Chronicle and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Muskegon 
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Substantial wage increases in Muskegon's nondurable goods sector cancelled out wage declines in the area's metals and nonelectrical industries 
between 1980 and 1988, leaving average hourly earnings in manufacturing virtually unchanged. Average hourly earnings in the area's nondurable 
sector, which employs 16 percent of the area's manufacturing workforce, rose from $11.32 to $13.89 from 1980 to 1988. Hourly earnings in fabricated 
metal fell from $10.46 to $8.23, however, and now stands far below the industry's state average of $13.88. Overall, Muskegon's average hourly 
earnings in manufacturing of $11.96 is nearly $1.50 below the state average of $13.43.
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Table A-l 
Index of Help-Wanted Advertising (1982=100)
Annual averages
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
West Michigan, 5 MSAs ....








































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967=100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA.........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Kalamazoo MSA ..........




























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used hi the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .32 to .46.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .08 to .12.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .12.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to .14.
6. The proportion affirms reporting an increase in purchased material inventories. Weights range from .08 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .09 to .12.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA .......
Grand Rapids MSA ........
Muskegon MSA ...........












































































































Benton Harbor MSA. ......
Grand Rapids MSA ........
Kalamazoo MSA ..........
Muskegon MSA. ..........












































Benton Harbor MSA. ......
Grand Rapids MSA. .......






































































































































4. National Purchasing Management Survey (Selected components indexed)"
Annual averages
Component




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment8
Annual averages (Selected years)
Labor market area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......































































































Battle Creek MSA. .........
Benton Harbor MSA. .......
Grand Rapids MSA. ........
Kalamazoo MSA. ..........

































































































Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA. ..........































































































Battle Creek MSA. .........
Benton Harbor MSA ........
Grand Rapids MSA. ........
Muskegon MSA ............





























































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute, 
a. Detail may not add to totals because of rounding.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan
















Ann Arbor .......................... 03/30/89
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/05/88
Detroit.............................. 12/01/88
Flint................................ 03/16/89





Saginaw-Bay City-Midland ............. 09/15/88
 End 
 date of 
MSA survey
Ann Arbor .......................... 03/30/89
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/05/88
Detroit.............................. 12/01/88
Flint................................ 03/16/89
































































































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1988 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the first, second, third and fourth quarters of 1988 at 8.0, 7.7, 7.8 and 7.3 percent. Homeowner housing vacancy rates for same periods 
were 1.6, 1.6, 1.6 and 1.6 percent.
Table A-6
Population by Sex and Age 
Michigan and Five Metro Areas in West Michigan
Percent Distribution








































































































SOURCE: Michigan Department of Management and Budget, Office of Revenue and Tax Analysis.
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Table A-7 













































































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow
mortgage rates to be adjusted, varied, blended, or shared can be arranged at lower rates.
Table A-8 
Consumer Price Index













































































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W.
———————106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W.———————108.6 (1985 December)




Selected Labor Market Indicators
(Not adjusted for seasonal variations)
Average for manufacturing production workers 
March 1989




































































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.3 percent in December 1988 and 5.0 percent in March 1989. Seasonally adjusted rate for Michigan was 7.4
percent in December 1988 and 6.6 percent in March 1989.
Table A-10
Commercial Banking Data 
Fourth Quarter 1988
(In thousands of current dollars)
Metropolitan (MSAs)8
Total deposits ...................
Total transaction accounts'' .......
Nontransaction savings0 ..........
Time deposits <$ 100,000 ........


















































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-11 








Benton Harbor MSA. ....
Kalamazoo MSA ........










































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census, 1987 County Estimates.
NOTE: Battle Creek MSA is Calhoun County; Benton Harbor MSA is Berrien County; Kalamazoo MSA is Kalamazoo County; and Muskegon MSA is
Muskegon County.




$30 for one year (four quarterly issues) 
$40 for a two-year subscription
As a special incentive, subscribers to Business Outlook can also 
receive a subscription to Michigan Business, a monthly magazine 
for business owners and executives, at no additional cost.
To subscribe call (616) 343-5541 or write:
W. E. Upjohn Institute
300 S. Westnedge Avenue
Kalamazoo, MI 49007
W. E. Upjohn 
INSTITUTE
for Employment Research
W. E, Upjohn 
INSTITUTE
for Employment Research
3OO S. Westnedge Ave. 
Kalamazoo, Michigan 49OO7
Telephone: (61 6) 343-5541
